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Abstract 
 
Marketing research has somewhat overlooked strategic philanthropy by 
business yet not only has it burgeoned as a marketing practice but ‘the resources 
and outcomes associated with philanthropic efforts are similar to those sought 
within a marketing context’ (McAlister and Ferrell 2002). Strategic 
philanthropy contrasts markedly with traditional corporate giving, which has 
sought to make a social contribution usually by cash or in-kind donations 
without any clear expectation of a commercial return. Instead, strategic 
philanthropy seeks to benefit society as well as capitalise on its potential to 
increase business. Benefits that can accrue to business from its philanthropic 
activities include increased sales, higher customer loyalty, enhanced company 
reputation, and increased employee commitment and productivity (Business 
Council of Australia. and Centre for Corporate Public Affairs 2000). As strong 
potential exists to explore the value of marketing constructs and theories to 
better inform the management of strategic philanthropy (McAlister and Ferrell 
2002), this paper considers the value of marketing exchange theory for an 
increasingly popular form of strategic philanthropy: the community-business 
partnership. It finds that this perspective is a helpful guide to selecting, 
managing and evaluating corporate community partnerships. 
 Introduction 
 
This paper explores the utility of exchange theory, a dominant exchange 
paradigm in marketing, for the practical management of strategic philanthropy 
(SP) as part of the marketer’s marketing mix. Strategic philanthropy represents 
a new paradigm in thinking about business giving to community organisations, 
emerging from the late 1960s, that emphasises an opportunistic rather than 
purely altruistic orientation (Ostergard 1994). Burlingame (2001: 4) suggests: 
 
[The notion of business giving today] recognises multiple forms of giving by 
companies as vehicles for both business goals and social goals.  In the 
current decade we are much more likely to find that corporate philanthropy, 
corporate sponsorship… and cause-related marketing work together to 
achieve strategic corporate objectives rather than being housed in distinct 
departments with limited coordination. 
 
Strategic philanthropy has been defined in various ways but a common theme is 
that it involves the deliberate deployment of financial and other kinds of support 
for nonprofit organisations (that work to solve community problems or 
otherwise improve the quality of life in the community) that benefits the 
competitive position of the business  (see for example (Fry, Keim and Meiners 
1982, Mecson and Tilson 1987, Wokutch and Spencer 1987, Saiia, Carroll and 
Buchholtz 2003). A working definition for this paper comes from (McAlister 
and Ferrell 2002): 
 
Strategic philanthropy [is] the synergistic use of organisational core 
competencies and resources to address key stakeholders’ interests and to 
achieve both organisational and social benefits.  
 
The SP construct draws from both marketing and the corporate social 
responsibility (CSR) literatures which, in turn, reach into a variety of fields such 
as economics, management, moral philosophy, psychology, and sociology 
fields. Godfrey and Hatch (2007) have sought to untangle the tidal wave of 
CSR-related studies by proposing a framework for theories and models, and 
identify strategic philanthropy as one of CSR’s five main areas of debate and 
research. This is not to suggest that all corporate giving is strategic, as this is not 
the case, but to flag the interest that has developed around the notion (Porter and 
Kramer 2002). 
 
From the marketing perspective, a number of scholars have suggested that a 
firm’s giving activities can bring it benefit (Docherty and Hibbert 2003, Valor 
2003, Bruch and Walter 2005, Basil and Weber 2006, Bianchi 2006, Wymer 
2006).  Bruch and Walter (2005:50) go so far as to suggest that they must do so.  
 
Only philanthropic activities that both create true value for the beneficiaries 
and enhance the company’s business performance are sustainable in the 
long run.  
 
Nonprofit alliances can be treated as products that business can promote to key 
markets, particularly through the firm’s marketing communications (Murray and 
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 Montanari 1986, Mescon and Tilson 1987, Lowengard 1989, Collins 1994, 
Simon 1995). Some researchers have focused on the value of commercial 
sponsorships and cause-related marketing in attracting new customers and 
growing the business of existing ones while other benefits that may be sought 
are less immediate. For example, there is some evidence that successful 
collaboration with nonprofit organisations is tied to strong brands, as well as 
customer loyalty, company reputation, and employee commitment and 
productivity (see Sargeant and Stephenson 1997, Porter and Kramer 2002, 
Ricks 2005). SP holds the potential to assist marketers’ efforts to differentiate a 
business from competitors and thus contribute to brand development; successful 
differentiation is linked to loyalty, premium pricing and financial performance 
(Hankinson 2001, Kotler, Lee and NetLibrary Inc. 2005). Research has 
gravitated to issues informing how and where efforts should be made, for 
example, how to optimally nurture corporate image and whether activities 
should be aimed at the corporate or brand level. However, while SP can be 
treated as adding to the ‘marketing mix arsenal’, it is not fully understood by 
scholars, nor practitioners (Bennett 1998, McAlister and Ferrell 2002). As 
Porter and Kramer (2002) bemoan, working out how to ‘do it well’ is still a 
barrier for many.  
 
In practice, businesses employ SP to achieve tangible and/or intangible returns 
(Moir 2001). The most obvious example, perhaps, exists in the international 
environment where multinational companies invest heavily in community 
engagement programs for strategic purposes related to operational sustainability 
particularly in politically, economically and socially-unstable countries (see 
(Porter and Kramer 2002, Barnes 2005). Domestically, the most tangible return 
sought from SP is increased sales, and SP takes the form of high profile 
commercial sponsorships, cause-related marketing programs, and joint licensing 
and marketing efforts (although some scholars place these outside the SP net). 
Other SP activities seek less direct results such as improved market reach and/or 
penetration, higher consumer awareness, enhanced customer (and potential 
customer) attitudes towards the business generally or specific brands, and 
stronger purchase intentions are sought through lower-key sponsorships and co-
badging opportunities. (McAlister and Ferrell 2002) suggest that SP is a long-
term investment not requiring immediate results. Community-business 
partnerships, to be discussed next, can dip into both types of activity.  
 
Researchers of corporate giving generally – and this takes in the full sweep of 
corporate behaviour such as the transfer to nonprofit organisations of cash and 
in-kind goods, skill and systems sharing, employee volunteering, joint 
awareness and sales campaigns - have spent much time seeking to tease apart 
business motivations for such behaviour.  These are more complex than the 
relatively straightforward motivations of nonprofit organisations that relate to 
securing scarce resources to fulfil their mission, or better positioning for 
attracting resources in the future (Campbell 2001). Nevertheless, there is 
general consensus among researchers that business is increasingly interested in 
seeking mutual benefit, that is, wishing to be strategic. For example, (Campbell, 
Moore and Metzger 2002) emphasise the goal of strategic benefit or profit 
maximising as a principal driver, along with altruism (practising good 
citizenship), political benefit (whereby the business seeks to protect itself by 
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 showing citizenship and influencing key stakeholders to act in its interests) and 
managerial utility (an expression of the personal values of management). (See 
also Galaskiewicz and Colman 2006).  
 
To better understand the diverse nature of corporate giving activities, a 
motivation continuum has been posited with extreme points represented by high 
societal benefit/no business benefit on one side  (see Cowton 1987, Shaw and 
Post 1993, Campbell, Gulas and Gruca 1999), and low societal benefit/high 
business benefit on the other  (see Varadarajan and Menon 1988, Kropp, Holden 
and Lavack 1999). Strategic philanthropy would straddle positions in the middle 
and to the right end of the continuum, depending on the level of direct benefit 
sought by the firm.   
 
This ‘selfish’ motivation for business underlying its pro-social behaviour has 
attracted critics but SP represents an expanding source of financial and in-kind 
support for the community sector in an increasingly unpredictable funding 
environment (ACOSS 2005). While criticism is justified where nonprofit 
returns are disproportionate or its credibility is damaged by a business cohort’s 
activities, poor results for nonprofits are not guaranteed: Moreover, there is 
evidence that businesses which give with some self interest can be more 
generous than those reporting purely altruistic motivations (Sargeant and 
Stephenson 1997).  
 
Partnerships. Community-business partnerships are a form of SP that is fast 
gaining popularity in the UK, Canada, and Australia to name just some 
countries (Waddell 2000, Birch 2003). They may be described simply as 
partnerships, collaborations or alliances (Austin 2000, Dickenson and Barker 
2007). In Australia, the Giving Australia survey of 2700 businesses in 2003-04 
suggested engagement in partnerships had jumped from 13% of all businesses to 
some 19% between 2000-01 to 2003-04 (ACOSS 2005). They are also gaining 
in importance, at least in Australia. In 1999 the Australian government 
marshalled its resources to encourage community engagement by business by 
promoting, almost exclusively, partnerships: 
 
Develop[ing] and promot[ing] a culture of corporate social responsibility in 
Australia…will be achieved by encouraging collaborations and informing the 
public of the benefits (to all sectors) of engaging in mutually beneficial 
partnerships (The Prime Minister’s Community Business Partnership program 
2006: 2). 
 
A partnership may be distinguished from other types of SP in that, in addition to 
mutual benefits, they involve activities within an ongoing timeframe and there 
is collaboration between the business and the nonprofit organisation, at least to 
some extent, for objectives being sought and how responsibilities are shared 
(Centre for Corporate Public Affairs 2000). In the partnership literature, there is 
also implied flexibility, customisation, concerted joint efforts embracing a mix 
of activities such as volunteerism, and capacity to evolve over time and to end, 
too. In brief, partnerships are treated as collaborative, long term relationships 
between businesses and nonprofit organisations.  (See for example Birch 2003).  
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 The relational nature of partnerships opens up a vista of management issues for 
businesses involved in them that have not been rigorously examined to date: 
partner selection, the level of trust and power balance between parties, the 
optimal type of partnership for a business, the mix of partnerships a business 
might engage in at any one time, how to negotiate conflicting expectations 
between the business and the nonprofit, selecting the type and level of resources 
to invest in the partnership, determining appropriate objectives and outcomes, 
addressing risks, and how the partnership can be managed and evaluated, 
including an appropriate exit strategy. (See Samu and Wymer 2001, Mullen 
2002, McQueen 2004, Todeva and Knoke 2005, Wholstetter, Smith and Malloy 
2005).  Arguably, more theoretical insights may help understand the vagaries of 
practice, as the next section considers. 
Marketing exchange theory. The exchange paradigm plays a key role in the 
theoretical foundations of marketing, which is a broad concept encompassing 
multiple aspects of the exchange of value in society and begging questions 
about why and how exchange relationships develop and end (Bagozzi 1988). 
This paradigm, outside of the marketing context, treats exchange as a necessary 
action for humans - regardless of time or circumstance - to meet their economic 
and social needs. It extends beyond mere transfer of products or services to 
embrace the exchange of meanings, behavioural influence and compliance, 
taking into account the significance of exchange experiences, the use of various 
vehicles (or media) for exchange and, putting exchange into perspective, the 
potential for self-generated actions by humans. Exchange theory in marketing 
originally focused on the direct transfers of tangible entities between two parties 
but now acknowledges exchange of meanings/symbols and other intangible 
matter, as well as other participants, and ‘unconscious’ exchange systems as 
well as organised or overt ones (Bagozzi 1988).  
At its heart, the theory postulates three main types of exchange occur – 
restricted, generalised and complex depending on the number of parties 
involved and the pattern of benefit and inter-relationships (Levi-Strauss 1969, 
Ekeh 1974). Moreover, the purpose of exchange varies between utilitarian and 
symbolic (or a mixture of the two), with the former referring to a predominantly 
practical value attached to the object of exchange and the latter, not 
surprisingly, referring to primarily social, psychological or other intangible 
value (Bagozzi 1988). While marketing research initially concentrated on the 
former, conceptualising parties as intrinsically rational, the field has generally 
shifted to appreciate the complexities of humans in social contexts (although 
what is actually occurring can be difficult to determine). 
Layering marketing exchange theory over the concept of community-business 
partnerships, it is our contention that partnerships may be best characterised as 
complex types of exchange: as well as the direct party-to-party exchange, 
multiple parties are involved in a ‘knock-on’ effect of the actions agreed to and 
ultimately carried out by the partners, as well as the perceived impacts of the 
partnership. For example, the specific actions arising from the partnership may 
be communicated to a wide range of a business’s key stakeholder groups 
directly and indirectly: current (and potential) customers and employees, owners 
and/or shareholders, partners in the supply chain, as well as the communities in 
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 which the firm operates, industry opinion leaders and government. Information 
about the partnership has the potential for cognitive, affective and behavioural 
influence vis a vis their relationship to the business. In this sense, the 
partnership may be treated as one more activity by the business, which is 
noticed to a greater or lesser extent by stakeholders, and which is interpreted by 
stakeholders and which informs their orientation towards the business overall or 
specific activities by it (such as their perception of its brand). Similar influences 
may occur from the nonprofit organisation’s perspective, as well, especially 
with other supporters and the beneficiaries of their work (and those influenced 
by each group).  
These ripple effects raise questions about the economic benefit that may accrue 
to the business from partnerships as well as political, managerial or other 
benefits. It puts the spotlight, too, on what the business can do to optimise the 
returns of its investment in the partnership with each of the stakeholder groups. 
Thus the complex nature of the exchange emphasises the array of opportunities 
a partnership presents to the business to shape the perceptions of key 
stakeholders. It also points to the nexus between exchange theory and 
stakeholder theory in informing the alignment of partnerships with business 
strategy (and, nestled within this, marketing strategy). 
Conclusion 
For marketers, exchange theory’s emphasis on what is exchanged – utilitarian or 
symbolic value, or a mix of these - is a reminder of the power of partnership to 
add to, and shape, brand associations with target markets. Partnerships, we 
contend, involve the exchange of not only financial and in-kind support but 
many intangibles such as mutual interest, caring and team effort, sharing 
insights and experience. The meaning of the totality of the exchange is also 
communicated widely, as observed. By crafting messages about the partnership, 
and its meaning, to target markets, marketers have the opportunity to add a layer 
of information about the brand for consumers, actual and potential, contributing 
to familiarity with it. Familiarity is vital in helping consumers process 
information about the brand and evaluate it (Alba and Hutchinson 1987, 
Dickenson and Barker 2007). As well, partnerships also hold the potential to act 
as a vehicle to build positive consumer perceptions to the brand, by associating 
the brand with a highly respected and trusted nonprofit organisation through 
marketing communications. It may also be possible for the brand to benefit from 
implied endorsement of it by a trusted third party, further contributing to 
consumer trust. Positive consumer perceptions of the brand promote consumer 
trust and enable a premium pricing strategy (Low and Lamb 2000). By 
developing brand familiarity and trust, partnerships hold the potential to shape, 
and deepen, the brand experience. For marketers, exchange theory works with 
brand theory to understand the value of partnerships.  
At its most fundamental, exchange theory enquires about why - and how - 
exchange relationships are created (or not), develop, and end (Bagozzi 1988). 
These concerns reflect some of the pressing issues for partnerships, too, 
especially for the directions that research might provide in terms of ‘how to do 
these well’, to echo (Porter and Kramer 2002) words. If better partner ‘fit’ can 
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 be achieved, greater benefits can be enjoyed, by both business and the nonprofit 
organisation (Dickenson and Barker 2007). As well as selection of a partner, 
understanding of the on-going management of the relationship to yield the 
richest mutual gain is critical. This negotiated ‘fit’ of the partnership over time 
appears to be the key to partnership success. While exchange theory, by itself, is 
perhaps insufficient to steer the course of a relationship, understanding the 
breadth of exchange taking place is a useful guide to practitioners in selecting, 
managing and evaluating the increasingly common entity of strategic 
community partnerships. 
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